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~~ Dear Mi-. Williamson: 

Arizona Public Service Company (“APS” or “Company”) hereby submits its plan for 
compliance (“Compliance Plan”) with A.A.C. R14-2-1617 (“Rule 161702)”). Pursuant to Rule 
161702) such a filiig was to be made on w before December 31,1998. 

L A P S  CODE OF COWDUCT 

The centerpiece Cosns>liance Plan is the APS Code of Conduct, a copy 
of which is attached as ode of Conduct was submitted to the Arizona 
Corporation Commission (“COmmisSion” or ”ACC”) on November 30, 1998, in conjunction with 
Article Vm of the Company’s Settlement Agreement of November 4, 1998 (“APS Settlement“). 
Although such an APS Code of Conduct is not required by any Commission rule or regulation, 
and despite the fact that the APS Settlement has been subsequently withdrawn from Commission 
consideration, the Company will nevertheless abide by and implement the APS Code of Conduct. 

The APS Code of Conduct uidresses each of the substantive requirements of Rule 1617. 
Moreover7 the provisions of the APS Code Conduct contain specific cross-references to the 
relevant portions of Rule 1617 itself. Commission Staff reviewed the APS Code of Conduct in 
conjunction with its evaluation of the application of an APS affiliate, APS Energy Services, Inc. 
(“Energy Services”), for a competitive electric cetatificate of convenience and necessity 
(Commission Docket No. E-03661A-98-0674). Commission Staff found that: 

[Tlhe code of conduct will address concerns regarding the separation of 
monopoly and competitive services (A.A.C. R14-2-1616) that arise fiom 
forming and operating a competitive &lite while retaining generation assets 



until December 31,2002. The code of conduct will also address the issues 
d B a t e  transactr 'om (A.A.C. R14-2-1617). 

Staf€Report in 
Commission of 

98-0674 at 3. Std€ hrther recommended approval by the 

In addition to the APS Code of Conduct, APS has long enforced a Corporate Ethics 
Policy. A copy is attached as Exhibit B. In 1999, the Company will incorporate the APS Code of 

compliance therewith iato the formal Corporate Ethics Poky. Thereafter, APS 
Code of Conduct C~mpiianCe and the ongoing compliance administration will be handled within 
the procedures for enforcing the Corporate Ethics Policy. Moreover by this step, compliance 
with the APS Code of Conduct will become a part of each Company employee's personal 
per€ormance evaluation criteria. 

IL A P S  CODE OF CONDUCT l"G 

ode of conduct must be &dvely incorporated into employee training. To 
and Company compliance with Rule 1617, APS developed a formal 

to educate APS employees on the content and requirements of Rule 
and the APS Code of Conduct addressing Company compliance with Rule 1617. Through 

Training C~urr~e, Company employees learn to evaluate situations 
wherein an afliliate conflict might wise, to apply the appropriate provisions of Rule 1617 and the 
APS Code of Conduct and to respond accordingy. All APS Departments have or will go through 
this APS Code of Conduct Training Course, as will all new APS employees. 

Training Progrm Dewiptim: 

The APS Code of Conduct Training Course content includes: 

(1) Reviewing in depth the ACC Competition Rules, paying particular attention to the 
provisions set forth in Rule 1617. 

(2) Identifjling and discussing the sections of the APS Code of Conduct that 
correspond with specific provisions of Rule 1617. 

exercises that re;fieea wme of the typical workplace scenarios 
ees may encounter, effloloyees mist identie the APS Code of 
issues within the s6;enario and develop responses that are 

appropriate and in compliance with the provisions of Rule 1617 and the APS Code 
of Conduct. 

APS Code of Conduct Training Course classes average 2 hours or so in length and are 
customized for the various finctions throughout the Company. For example, the scenarios for 
interaction with a competitive electric affiliate used for training Company employees working in 
construction-related functions differ significantly from those used in training APS employees who 



Centers. On the other hand, APS Community Relation's employees 
diflFerent set of p hl &os. The Training Course Manual for 

each of the 38 separate APS Departments is included with this filing as Exhibit Cy which consists 
of the training status report as of Decensber 3 1,1998 as 1 as 12 individual tabbed sections. 

de of Conduct Training Cwse ,  the importance of strict compliance 
Conduct and Rule 1617 is emphasized and, using current industry 

examples, the consequemes of non-compliance are discussed. As noted above, the necessity for 
and expectation of ongoing co- will also be reflected in the Company's more 
general corporate ethics program. 

Training Course class participants are also provided copies of the Code of Conduct Poim 
$0 Remember and the ACC Competition RuledCode of Conduct 'I' raining Q&4 upon completing 
the course. Copies of these documents are included in Exhibit C to this filing. The course 
content and materials be updated as developments and changes occur and sub 
sessions for preexisting APS employees then conduct n an as needed basis. In addition, a 
companion, in-depth training program was developed ed with Energy Services 
personnel. Questions and answers used as part of the in-depth training from the employee input 
received during training exercises. A list of fiequently asked questions is both maintained and 
updated for use in future training sessions or when needed in the development of more detailed 
policies and procedures. 

Participating Company Personnel: 

All APS utility distribution company ("WDC") employees are required to know the 
provisions ruld rquimnents contained in Rule1617 and the APS Code of Conduct and 
understand how those dons and requirements impst the way they go about their jobs. This 
does not mean, however, that all existing APS employees will be required to take the full in-depth 
Training Course. In hstanws of affiliate conflict are less, in-depth 
training is limited to leaders and fiont h e  einpl are in turn delegated the responsibility 
to disseminate information to their sub For example, those employees who 
have significant customer andor public contact are &tending the complete indepth training 
sessions. That includes but is not limited to Delivery Business sta& Business Office staff, Call 
Center st&, Design Proj ders, Troublemen and Meter Shop s@. Leaders and fiont-line 
employees in Corporate hared service hnctions such as Community Relations, Economic 
Development, Accounting, Finance, and Human Resources also attend the in-depth training. 

Attendance at the APS Code of Conduct Training Course classes is mandatory for the 
employee groups specified above. It is also mandatory for new Company employees in otherwise 
affected Departments. In addition, any loyee not otherwise required to attend is free to 
attend classes on a voluntary basis. e is taken at each class and recorded in the 
company's database to ensure attendance of each emp required to receive such training. 
Employee penalties for violations of the APS Code of Conduct training are severe and can include 
dismissal of the offending employee. 



Approximately 1700 APS employees have ed or will attend the initial training 
sessions. Moreover another 100 Department leaders and front-line employees will have 
participated in “Train the Trainer” sessions. This represents an investment of almost 3600 man- 
hours in in-depth training. New APS employees receive their APS Code of Conduct training as 
an integral part of their orientation. In addition, “refresher” courses and program updates will be 
provided employees on an ongoing basis. 

s who need general knowledge of the Code of Conduct and the 
whose jobs do not require in-depth, detailed 
crews), their Department leaders are provided 

Points. These Department leaders are required to review this training material with their 
employees during the course of a formal staff meeting aad to di o employees copies of the 
Code o e of Conduct Tram% f Conduct Points to Remember: and ACC Competit ion RuledCod 
O&&. These documents are again included as part of Exhibit C to the Company’s compliance 
filing herein. 

. .  . .  

Truining Cowse/Refermce Mderiak: 

The above discussion has mentioned several Training Course documents that are used in 
the various compliance training classes. Below is a description of these various documents and 
their role in employee training. 

Code of Conduct Points to Remember: This is a pocket-sized laminated reference card. On one 
side is a list of the Code of Conduct’s key points. On the other, a description of those 
actions Delivery Business employees can take in compliance with the code and ACC 
Competition Rules. 

: This is used by leaders whose employees are not attending the in-depth 
training class. It provides the leaders with discussion points and examples of the issues 
identified on the Code of Conduct Points to Remember reference card. It also identifies 
the point of contact for a d d i t i d  Comments and/or questions. 

: This is a continually updated list ACC Compet ition RuledCode of Conduct T r m  O&As 
comprised of questions submitted by employixs. Answers include references to the 
pertinent section(s)/provision(s) of the ACC Co etition Rules. Copies are distributed to 
employees at the condusion of each training session. Updated copies are sent to 
employees who have previously attended training. 

. .  

APS Code o f Conduct (electronic version): A current copy of the APS Code of Conduct will be 
maintained on APS’ electronic bulletin board. It is available to all APS employees with e 
mail access. 

APS Code of Conduct (orinted version): A paper copy of the APS Code of Conduct that will be 
provided to all leaders for their reference and use with their employees. 



ACC Co les (jl rinted cony) : A hard copy of the ACC Competition Rules that is mmtiQon Ru 
provided to leaders for their reference and use with their employees. Employees are also 
provided the ACC website for accessing the ACC Electric Competition Rules. 

.. 

m. CQ NCLUSION 

The APS Code of Conduct has been designed to dovetail with the requirements of 
Rule 1617. The Company has also developed and implemented a comprehensive corporate 
training program to liance with its own APS Code of Conduct and Rule 1617. 
Employee performance on takes such compliance into consideration in making personnel 
decisions. As indic oing compliance with the APS Code of Conduct and Rule 
1617 will be administered through existing Corporate Ethics Policy mechanisms. As part of the 
APS Employee Concerns Program, employees wiN have established points of contact for 
addressing and reporting APS Code of Conduct-related concerns. For example, employees can 
use the Employee 6cxxa-n~ Hotline to submit questiQns or report compliance concerns on a 
contidentid or even anonymous basis. Finally, Commission Staff has reviewed the APS Code of 
Conduct itself and has found that it properly addresses Concerns under Rule 1617. Therefore, 
APS believes that it has implemented effective procedurm and mechanisms to ensure compliance 
with the requirements of the Commission’s Electric Competition Rules. 

If you or your Staff have any questions, please call me at 250-203 1. 

Very truly yours, 

A 

Barbara A. Klemstine 
Manager, Regulatory Aflcairs 



EXHIBIT A 



ARIZONA PUBLIC SERVICE COMPANY 
D ISTRlB UTlON 
Code of Conduct 

Arizona Public Service Company (APS) is committed to establishing standards of 
conduct in providing Distribution Senices that will produce customer confidence in the 
competitive retail market and which will meet the requirements of the Competition Rules. 
The following Code of Conduct shall apply to the APS business entity providing 
Distribution Services and is adopted for the purpose of implementing the requirements of 
the Cornmission’s Competition Rules at A.A.C. R14-2-1617. 

I Defin iiio ns  
-J 

1.1 

1.2 

1.3 

1.4 

1.5 

1.6 

“Affiliate” means a business entity related to APS in the manner described in 
A.C.C.R. R14-2-801(1). 

“Commission” means the Arizona Corporation Commission. 

“Competition Rules” means A.C.C.R. R14-2-1601 - R14-2-1618, as they may 
be amended and supplemented f?om time to time by the Commission 

“Distribution Service” means the delivery of those sewices described in 
2s 

A.C.C.R. R14-2- 1601 (1 3). 

“Distribution Company” means the entity or business unit providing non- 
competitive Distribution Service. 

“Electric Service P~ovider” or “ESP” meam a provider of competitive 
services, a s  defined in A.C.C.R. R14-2-1601(15). 

2 General 

2.1 Management, employees and authorized agents of APS’ Distribution 
Cor~pany shall conduct their activities on behalf of the Distribution Company 
in compliance with the requirements ofthe Competition Rules and th s  Code 
of Conduct. 

3 Finan cia1 

3.1 Segregation. Costs and revenues of APS’ Distribution Company will be 
segregated from costs and revenues of PLffiliates in a manner sufficient to 

1 1130l98 



ensure that there is no financial subsidization of the business activities of A P S  
Affiliates by any rate or charge for noncompetitive services of the Distribution 
Company. 

3.2 Books and Records. U S ’  Distribution Company will maintain its books of 
account and records separateiy from Affiliates, and these books and records 
will be available for inspection by the Commission, as provided by law. 

4 Separation of Functions 

4.1 Operations. 

4.1.1 Except as otherwise permitted in the Competition Rules or this Code of 
Conduct, APS’ Distribution Company will operate independently from 
other APS Affiliates. 

4.1.2 Employees may not be jointly employed by APS and APS’ ESP, except as? 
pennitted for purposes of providing joint corporate oversight, governance 
and support. APS’ ESP may contract for services &om APS employees as 
long as a written services agreement is executed and the charges for such 
services complies with Section 6 of k s  Code of Conduct. 

4.1.3 Activities of APS’ Distribution Company will be carried out by its 
employees and authorized agents in accordance with this Code of 
Conduct. 

4.1.4 Access to facilities used for Distribution Services will be given to APS’ 
ESP, subject to the same limitations, terms and conditions govemigg 
access by other ESP’s under similar circumstances. 

4.2 Administering Tar@. 

4.2.1 Administration and enforcement of all Commission approved tariffs for 
the APS Distribution Company, including terns and conditions of service, 
will be conducted solely by management, employees and authorized 
agents of APS’ Distribution Company. 

4.2.2 With respect to the terms 2nd conditions of providing Distribution 
Services (including price, curtailments, scheduling and priority, APS’ 
Distribution Company shall not provide its Affiliates, or the customers of 
its Affiliates, any preferential treatment over non-affiliated ESP’s or their 
customers as a result of such status as an Affiliate or customer of an 
Affiliate. 

-2- 



4.3 Promotion, Sales and Advertising of Non-Distribution Services. 

4.3.1 APS’ Distribution Company shall not directly promote, market, or set1 an 
Affiliate’s non-Distribution Services for or on behalf of an Affiliate as a 
.Distribution Service. 

4.3.2 APS’ Distribution Company shall not state or imply in any advertising or 
customer communication that the provision of any Distribution Services, 
or the terns and conditions governing such services, are conditioned 
upon, related to or tied to the purchase of any other product or service 
firom an Affiliate. 

5 Access to In formation 

5.1 System Infomation. APS’ Distribution Company shall not give APS’ ESP 
access to confidential dormation related to its Distribution Serviceg 
(including information about available distribution capability and 
curtailments) that is not available to other ESP’s. 

5.2 Customer Information. Non-public customer information will not be provided 
to any Affiliate by the Distribution Company unless release of such 
dormation is expressly authorized by the customer or the Cornmission or as 
required by law. 

6 .  Transactions with A ffzliates. 

6.1 Accounting. Except where regulatory requirements dictate otherwirse, 
transactions between APS’ Distribution Company and any APS Affiliate will 
be accounted for in accordance with Generally Accepted Accounting 
Principles and regulatory accounting requirements. 

6.2 Purchase of Goods and Services porn Afiliates. APS’ Distribution 
Company shall not purchase goods and services from an Affiliate at a pnce 
that is above the market price of such goods and services or, where a market 
price for any particular good or service is not readily available, at a price that 
is above the cost of providing such good or service, unless othemise 
approved by the Commission. 

6.3 Sale of Goods and Services to Affiliates. Goods and services sold by APS’ 
Distribution Company to an Affiliate shall be charged in accordance with any 
applicable tariff. Where a tariff is not applicable, such goods and scrvices 
shall be sold at the higher of cost or market, unless otherwise approved by the 
Commission.. 

-3- 



6.4 Policies and Procedures. ,4PS accounting shall maintain written policies and 
procedures regarding the accounting and segregation of costs between A F S  
and its Mfiliates. 

7 Dissemination and Education 

7.1 Submission to Commission. APS’ Distribution Company will submit this 
Code of Conduct, and any revisions to the Commission in accordance with its 
annual Compliance Plan filing under R14-2- 16 17(E). 

7.2 Employee Access to Code of Conduct. Written copies of h s  Code of 
Conduct will be provided to management, employees and authorized agents 
of U S ’  Disnribution Company and APS’ Affiliates. A copy of the Code of 
Conduct will be maintained on the Company’s electronic bulletin board 
known as Vista Public Folders. 

Employee Training‘ Training on the provisions of the Code of Conduct and 
its implementation in compliance with the Competition Rules will be 
provided to all of APS’ Distribution Company management, front-line 
employees and authorized agents. Attendance will be verified at each 
training session and attendance records will be maintained. Subsequent 
training sessions will be scheduled as needed for new hues and transfers. 

-3 

7.3. 

7.4 Compliance. Compliance with the Code of Conduct is mandatory. An APS 
employee’s failure or refusal to abide by or to act according to such standTds 
may subject the employee to disciplinary action, up to and including 
discharge from employment. 

Questions or any deviation from h s  Code of Conduct must be approved by A P S  Law 
Department. Compliance with this Code of Conduct will be administered as part of the 
APS Standards of Conduct program. 

-4- 



EXHIBIT B 
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ACC Competition Rules/APS Code of Conduct 
Training Status as of 12/31/98 

Departments ComDletina Training for Leaders Only: 
Construction/System Improvement 
Corporate Services 

0 Customer Operations 
NE Division 
NW Division 
SE Division 
SW Division 

DeDartments Currently Scheduled for Training - Leaders Only: 
Financial Services/Accounting 
Yuma Call Center 

Departments ComDleting Trainina - Combined Leaders and Front-line a EmDlovee Sessions: 
APS Energy Services 
C&I Marketing Strategy 
Co m m u n i ty Re la tions 
Corporate Communications 
Cottonwood Office/District 
Customer Service Operations & Maintenance 
Custom e r Re I a t  i o n s 
Economic Development 
ESP Services 
Flagstaff Customer Office 
Flagstaff Meter Reading 
Flagstaff Customer Construction 
Information Technology - Special Projects 
Law & Corporate Planning 
Pa r ke r Off ice/Dist ri c t  
Payson Office/District 
T&D Engineering & Support 
T&D Procurement 
T&D Safety 
West Valley District 
Yuma Customer Office 



Departments Currentlv Scheduled for Training - Combined Leaders 
and Front-line Employee Sessions: e 

Generation News Services 
Prescott Customer Construction 
Substation Construction 
System Improvement Construction - West 
System Improvement West Pole Framing 
System Improvement - Reliability Analysis 
Transportation Services 
W i I I i a m s Office/ D ist rict 
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APS Energy Services 
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And 
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Customer Operations 

Includes but is not limited to 
functions such as: 

Yuma Call Center 
Phoenix Call Center 
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Information Technology 
Special rojects 



I- 
W 
n 
a 
z 

I 

0 
H 

0 w 
0 
I- 
3 
0 
I: 

UI 
UI 
W z 
3 
zi 
m 

n 
W 

3 
(3 
W 

W 

l-4 
"00 

c a '- 
(u - 
0 

I 

-w 
X 
a, CI 

II 





U 
S 

U 
S m 

a, 0 
F e m 
v) 

a, c 
II 

U 
a, > 
E" 

v) 
(u 
(u > 
0 

3 
0 



v) m 
a, 0 ICJ 

3 

3 

v, 
a, > 

U 
S m 
v) 
U c m 
(7 
v, 

m- 

T 
1 c 
a, 
(7 

S m 
(3 

w 
\ 

> 
a, Ucl 

U -  (u 
r L  - w  

m 
a, 

U 
a, 
I 

b 

4-J 
r 

s c m 
E- 
O 
U 

vi m a) 
m 
U 

L 

L a ,  
a, c 

e- u 
W L  



: 
T3 
a, 

v) 

II 
0 

I 
I 

U m 
a, 

4-J 
v, 
S 

1- 

c) 

3 2  a 
(u 
A= u 
II 
0 
a, 
U 

v, m 
a, 
m 
U 
a, 
m 

L 

I - 

I 
v) m 
a, 
a, c 
S 
0 

I 



L. ct 

m 



0 ,Cn 

u n 



W cu 
X 

L L  
I 

W 
CIL a 

= +  
m 
S 
0 
.I = +  
u r n  
0 0 a- 

P f =  
Q +; 
L 

CL) 
(3 

a- > T3 c 

0 
a- 

+-J m 
L, 
C> 
C l  
I, 
0 

S 
0 

m- 

v) 
(u 
II 
m- 

U 
(u 
v, 

m- 

L 
I 
(3 cu 
W 

m 
I 

2 



a- - 
s- 

5 

a 
I 

> 
0 
If: 





I 



u u  r s  m m L 

ti 
0 
Q 
(7 
S 
v) 

( uL 
-a, m c I -  
I 

Ln 
II 

m 
m- 

m- 

m 
W N  

Q 



ai 
U m 
Q 
CA 
a, 
U 

0 
a, 
m 

E 
L 

v) W 

1 
3 

a, c 
t- 

a 

I 

U 
a, 
m c 
v) 

L 

ru 

I 

P 



m m  

n 

S 
0 
V 

+ c; 

U 

I 



hv) 
m a ,  B- 

S L  

s &  m 
Q X  

r n  

vi 
a, 
U 
> .- 
L 

0 
S 
0 

m- 

rn 



m m  

E 
0 



a, 
U 

g o  
v , Q  
.1 

m r  

- a, .- >tt: 

E- 

li l= 
m L  

a, ;- 

U a,v, v, 1- 

U 



m 
S 
0 
N 

m- 

2 

L 

m o  

.- 

E 
0 
V 
3 
V 
> 1- 

L 

m a  
a , U  

> L I- 



T3 
S 

U I  

Q O  
II 

0 5  

- 2  a u  



a 

I 

I 

4 

m z m * a a 



I 

I 

I 

n 
a z 



m 

0 
v)n  
k 

n-  a 

c 
W 

i 



a m  
E 
0 
W 
W 
c) 
Q: 
a, z 
I- 

z d 

6 
I m 



nl 
# 
W m 

al: 
W 
X 
W 

3 
1- 



a 

v) 
v) 
a, c 
v) 
3 a 

m- 



I 

OL 
W > 

0 
$ 
III 

c 
Q 
U 
S m 

u 
1- > 
L O  

I 

L 
(u 



m 
# 
W m 

L3L 
W 
X 
LLI 

t; 
v, 
S m 

v) 
W 
m 
CL 

+J 

3 

a 0 



m 

cn' 

* m 
Q 
0 u 
CIJ > m c 
T3 
3 
0 
- 

3 
w 
v) 
L a 

I aJ 
m > 
II 
a, x 

a, c 
II 

Ln 
U 
in 
0 
U 

a, 
V 
> L 
a, 
Ln 

' 3  
? 



W rn 

CIC: 
W 
X 
W 

t3 

D- 

m- O L  . .  L 
I E B  - 
- ( u  o w  

a 

,I 
' -- 



a, 
m 
m 
Q 
a, m 

II 

L 

v, m 
(u 
S 
m 
’7 

Ly3 

.- 

II V 
rn 
X 
a;, 
a;, c 
II 





2 

I,; 



U P  

E 



I a- 
L 
0 
a 
c 

b 

tij 
I- 

i 

. 
-*-- 

I 



(I 

a 

W 

H 

m v )  
v) 

v,v)(u 
1- 

m s  m 'v, 

u 
3 
0 a 

2 



II 
0 

I 

I 

a 
H z 
& 
0 
L L  
I 
H 

a 
W 

V 
L 

r" z 
H I 

H 



i 

I 

I 

z 
H 

> 
S 
TCI 

E 
0 
V 

. .. - .e .e 3 

c 
-w .- 
3 

a, 
V 
X 
Lu 



t 

c E l  

cr 
1 

9 E 
5 

23 .( J 

I, 
P 



l 

a 

a 



12 



System Improvement 

Includes but is not limited to 
functions such as: 

T&D Engineering & Support 
T&D Procurement 

T&D Safety 
Tra nsporta ti on Services 
Substation Construction 

System Improvement Construction 
System Improvement Pole Framing 
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